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AN ACT relating to business entities.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
Except as may be otherwise provided in a written operating agreement, a limited liability company may sell, lease, exchange, or otherwise dispose of all or substantially all of its property with or without the good will, otherwise than in the usual and regular course of business, on the terms and conditions and for the consideration determined by a majority-in-interest of the members.

(2)
Unless otherwise provided in the articles of organization or a written operating agreement, no member shall have the right to dissent from a sale, lease, exchange, or other disposition by a limited liability company of all or substantially all of its property outside the ordinary course of business.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
A limited liability company may acquire all or part of the outstanding shares of one (1) or more classes or series of a domestic or foreign corporation if the corporation, limited liability company, and a majority of their owners approve the exchange and, if the corporation is a foreign corporation, the share exchange is permitted under the laws of the state or country under which the foreign corporation is incorporated.

(2)
The plan of share exchange shall set forth:
(a)
The name of the corporation whose shares will be acquired and the name of the acquiring limited liability company;
(b)
The terms and conditions of the exchange; and
(c)
The manner and basis of exchanging the shares to be acquired for limited liability company interests, obligations, or other securities of the acquiring limited liability company or for cash or other property, in whole or part.
(3)
The plan of share exchange may set forth other provisions relating to the exchange.
(4)
This section shall not limit the power of a limited liability company to acquire all or part of the shares of one (1) or more classes or series of a corporation through a voluntary exchange or otherwise.
(5)
Unless otherwise provided in the articles of organization, a written operating agreement, or a written plan of share exchange, no member of a limited liability company shall have the right to dissent from a share exchange.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
Unless otherwise provided in a written operating agreement, the plan of share exchange described in Section 2 of this Act shall be considered for adoption by the members of the limited liability company.
(2)
Each business entity that is a party to the share exchange shall approve the plan of share exchange in the manner and by the vote required by the laws applicable to the business entity.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
After a plan of share exchange has been approved in accordance with Section 3 of this Act, the acquiring limited liability company shall deliver to the Secretary of State for filing the articles of share exchange setting forth:
(a)
The plan of share exchange; and
(b)
A statement that the plan of share exchange was duly authorized and approved by each of the constituent business entities in accordance with the laws applicable to each business entity.
(2)
A share exchange shall take effect upon the effective date of the articles of share exchange.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

When a share exchange takes effect, the shares of each acquired corporation shall be exchanged as provided in the plan, and the former holders of the shares shall be entitled only to the exchange rights provided in the articles of share exchange.
SECTION 6.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
A nonprofit limited liability company shall not have or issue membership interests in the limited liability company, and no distribution shall be paid and no part of the income or profit of the limited liability company shall be distributed to its members or managers.
(2)
A nonprofit limited liability company may pay compensation in a reasonable amount to its members or managers for services rendered and may confer benefits upon its members in conformity with its purposes, and these payments or benefits shall not be deemed to be a distribution of income or profit.

SECTION 7.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

No loan shall be made by a nonprofit limited liability company to its members or managers, and any member or manager who assents to or participates in the making of a loan violating this prohibition shall be liable to the limited liability company for the amount of the loan until its repayment.
SECTION 8.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

The assets of a nonprofit limited liability company in the process of dissolution shall be applied and distributed as follows:
(1)
All liabilities and obligations of the nonprofit limited liability company shall be paid and discharged, or adequate provisions made for them;
(2)
Assets received and held by the nonprofit limited liability company upon condition requiring return, transfer, or conveyance, which condition occurs by reason of the dissolution, shall be returned, transferred, or conveyed in accordance with the condition's requirements;
(3)
Assets received and held by the nonprofit limited liability company subject to limitations permitting their use only for a nonprofit purpose, but not held upon a condition requiring return, transfer, or conveyance by reason of the dissolution, shall be transferred or conveyed to one (1) or more domestic or foreign nonprofit corporations, limited liability companies, societies, or organizations engaged in activities substantially similar to those of the dissolving nonprofit limited liability company, pursuant to a plan of distribution; and
(4)
Any remaining assets may be distributed to those nonprofit corporations, limited liability companies, societies, or organizations as may be specified in a plan of dissolution including those that are members of the nonprofit limited liability companies.

SECTION 9.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
In proceedings to liquidate the assets and affairs of a nonprofit limited liability company, the court shall have the power to issue injunctions, to appoint a receiver or receivers pendente lite with those powers and duties as the court from time to time may direct, to take action to preserve the corporate assets wherever situated, and to carry on the affairs of the nonprofit limited liability company until a full hearing can be held.
(2)
After holding a hearing, upon notice as the court may direct to be given to all parties to the proceedings and to any other parties in interest designated by the court, the court may appoint a liquidating receiver or receivers with authority to collect the assets of the nonprofit limited liability company. The liquidating receiver or receivers shall have authority, subject to the order of the court, to sell, convey, and dispose of all or any part of the assets of the nonprofit limited liability company wherever situated, either at public or private sale. The order appointing the liquidating receiver or receivers shall state their powers and duties. The powers and duties may be increased or diminished at any time during the proceedings.

(3)
The assets of the nonprofit limited liability company or the proceeds resulting from a sale, conveyance, or other disposition thereof shall be applied and distributed as follows:
(a)
All costs and expenses of the court proceedings and all liabilities and obligations of the nonprofit limited liability company shall be paid, satisfied, and discharged, or adequate provision for them shall be made;
(b)
Assets held by the nonprofit limited liability company upon condition requiring return, transfer, or conveyance, which condition occurs by reason of the dissolution or liquidation, shall be returned, transferred, or conveyed in accordance with the condition's requirements;
(c)
Assets received and held by the nonprofit limited liability company subject to limitations permitting their use only for a nonprofit purpose, but not held upon a condition requiring return, transfer, or conveyance by reason of the dissolution or liquidation, shall be transferred or conveyed to one (1) or more domestic or foreign nonprofit limited liability companies, societies, or organizations engaged in activities substantially similar to those of the dissolving or liquidating nonprofit limited liability company as the court may direct; and
(d)
Any remaining assets may be distributed to those persons, societies, organizations, or domestic or foreign limited liability companies, whether for profit or nonprofit, specified in the plan of distribution adopted or, if no plan of distribution has been adopted, as the court may direct.
(4)
The court shall have power to allow, from time to time, as expenses of the liquidation, compensation to the receiver or receivers and to attorneys in the proceeding, and to direct the payment thereof out of the assets of the nonprofit limited liability company or the proceeds of any sale or disposition of the assets.
(5)
A receiver of a nonprofit limited liability company appointed under the provisions of this section shall have authority to sue and defend in all courts in the receiver’s own name as receiver of the nonprofit limited liability company. The court appointing the receiver shall have exclusive jurisdiction of the nonprofit limited liability company and its property, wherever situated.

SECTION 10.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

A nonprofit limited liability company may be involuntarily dissolved by a decree of the Circuit Court in an action filed by the Attorney General when it is established that:
(1)
The nonprofit limited liability company is guilty of abuse or misuse of its powers, privileges, or franchises, or the nonprofit limited liability company has become detrimental to the interest and welfare of this Commonwealth or its citizens; or
(2)
The nonprofit limited liability company procured its articles of organization through fraud.

SECTION 11.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

Any action brought by the Attorney General for the involuntary dissolution of a nonprofit limited liability company may be commenced in Franklin Circuit Court or in the Circuit Court of the county in which the registered office of the nonprofit limited liability company is situated.

SECTION 12.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
If a written operating agreement contains a provision to the effect that any amendment to the operating agreement of the limited liability company shall be in writing and adopted in accordance with the provisions of the operating agreement, then the provision shall be enforceable in accordance with its terms, and any agreement as to the conduct of the business and affairs of the limited liability company which is not in writing and adopted in accordance with the provisions of the operating agreement shall not be considered part of the operating agreement, and shall be void and unenforceable.

(2)
If a limited liability company has only one (1) member, then the operating agreement shall be deemed to include:
(a)
A writing executed by the member that relates to the affairs of the limited liability company and the conduct of its business, regardless of whether the writing constitutes an agreement; or
(b)
If the limited liability company is managed by a manager, any other agreement between the member and the limited liability company as it relates to the limited liability company and the conduct of its business, regardless of whether the agreement is in writing.
SECTION 13.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
The corporation may be converted to a limited liability company pursuant to this section.

(2)
The terms and conditions of the conversion of a corporation to a limited liability company shall be set forth in a written plan of conversion and approved by the board of directors and by the shareholders of the corporation.

(3)
The plan of conversion shall set forth:

(a)
The name of the corporation planning to convert;

(b)
The terms and conditions of the conversion, including the articles of organization and the written operating agreement, if any, of the limited liability company into which the corporation will convert; and

(c)
The manner and basis of converting the shares of the corporation into membership interests, obligations, or other securities of the limited liability company or into cash or other property in whole or part.

(4)
The plan of conversion may set forth any other provision relating to the conversion.

(5)
For a plan of conversion to be approved:

(a)
The board of directors shall recommend the plan of conversion to the shareholders, unless the board of directors determines that because of conflict of interest or other special circumstances, it should make no recommendation and communicates the basis for its determination to the shareholders with a plan; and

(b)
The shareholders entitled to vote shall approve the plan.

(6)
The board of directors may condition its submission of the proposed conversion on any basis.

(7)
The corporation shall notify each shareholder, whether or not entitled to vote, of the proposed shareholders' meeting in accordance with KRS 271B.7-050. The notice shall also state that the purpose, or one (1) of the purposes, of the meeting is to consider the plan of conversion and contain or be accompanied by a copy or summary of the plan.

(8)
Unless KRS Chapter 271B, the articles of incorporation, or the board of directors acting pursuant to subsection (6) of this section, require a greater vote or vote by voting groups, the plan of conversion to be authorized shall be approved by each voting group entitled to vote separately on the plan by a majority of all the votes entitled to be cast on the plan by that voting group.

(9)
Separate voting by voting groups shall be required on a plan of conversion if the plan contains a provision that, if contained in a proposed amendment to the articles of incorporation, would require action by one (1) or more separate voting groups on the proposed amendment under KRS 271B.10-040.

(10)
After a conversion is authorized, and at any time before articles of organization are filed, the planned conversion may be abandoned subject to any contractual rights, without further shareholder action, in accordance with the procedure set forth in the plan of conversion or, if none is set forth, in the manner determined by the board of directors.

(11)
After the conversion is approved, the corporation shall file articles of organization with the office of the Secretary of State that satisfy the requirements of Section 14 of this Act and also include:

(a)
A statement that the corporation was converted to a limited liability company;

(b)
Its former name;

(c)
A statement that any assumed name held by the corporation has been canceled; and
(d)
The designation, number of outstanding shares, and number of votes to be cast by each voting group entitled to vote separately on the plan of conversion and either the total number of undisputed votes cast for the plan separately by each voting group and a statement that the number cast for the plan by each voting group was sufficient for approval by that voting group.

(12)
The conversion shall take effect when the articles of organization are filed with the office of the Secretary of State or, subject to Section 23 of this Act, at a later date specified in the articles of organization.

SECTION 14.   A NEW SECTION OF KRS CHAPTER 275 IS CREATED TO READ AS FOLLOWS:

(1)
A corporation that has been converted pursuant to this chapter shall be for all purposes the same entity that existed before the conversion.

(2)
When a conversion takes effect:

(a)
All property and contract rights owned by, and all rights, privileges, and immunities of the converting corporation shall remain vested in the converted limited liability company without assignment, reversion, or impairment;

(b)
All obligations of the converting corporation shall continue as obligations of the converted limited liability company;

(c)
An action or proceeding pending against the converting corporation may be continued as if the conversion had not occurred, and the name of the converted limited liability company may be substituted in any pending action or proceeding for the name of the converting corporation; and

(d)
The written operating agreement of the converted limited liability company shall be binding upon each person who becomes a member of the limited liability company.
Section 15.   KRS 275.010 is amended to read as follows:

(1)
Except as otherwise set forth in this chapter or unless the articles of organization or operating agreement provide otherwise, every limited liability company shall have the powers to do all things necessary or convenient to carry out its business and affairs.

(2)
A limited liability company is a legal entity distinct from its members.

(3)
Professional limited liability companies shall be governed by the laws, whether statutory or common law, applicable to other limited liability companies. Except for those provisions concerning the personal liability of members, managers, employees, and agents of a limited liability company, nothing in this chapter shall restrict, limit, or expand in any manner the authority and duty of any regulating board to:

(a)[(1)]
License individual persons providing professional services; and

(b)[(2)]
Regulate the practice of persons providing professional services which are within the jurisdiction of the regulating board, even though the persons are members, managers, employees, or agents of a professional limited liability company, or provide professional services through a professional limited liability company, including the establishment of regulations concerning:

1.[(a)]
The qualifications of members or managers of a professional limited liability company;

2.[(b)]
The transfer of limited liability company interests in a professional limited liability company; or

3.[(c)]
The provision of one (1) or more professional services through a professional limited liability company.

Section 16.   KRS 275.015 is amended to read as follows:

As used in this chapter, unless the context otherwise requires:

(1)
"Articles of organization" means the articles filed in conformity with the provisions of KRS 275.020 and 275.025, and those articles as amended or restated;[.]
(2)
"Business entity" means a domestic and foreign limited liability company, general partnership, limited partnership[companies, general and limited partnerships, including registered limited liability partnerships, corporations], business or statutory trust[trusts], and not-for-profit unincorporated association;[sole proprietorships.]
(3)
"Corporation" means a profit or nonprofit corporation formed under the laws of any state or a foreign country;[.]
(4)
"Court" means every court having jurisdiction in the case;[.]
(5)
"Deliver" or "delivery" means any method of delivery used in conventional commercial practice, including delivery by hand, mail, commercial delivery, and electronic transmission;
(6)
"Dissent" means a right to object to a proposed action or transaction and, in connection therewith, to demand a redemption of a limited liability company interest;

(7)
"Electronic transmission" or "electronically transmitted" means any process of communication not directly involving the physical transfer of paper that is suitable for the retention, retrieval, and reproduction of information by the recipient;
(8)
"Event of disassociation" means an event that causes a person to cease to be a member as provided in KRS 275.280;[.]
(9)[(6)]
"Foreign limited liability company" means an organization that is:

(a)
An unincorporated association;

(b)
Organized under laws of a state other than the laws of this Commonwealth, or under the laws of any foreign country; and

(c)
Organized under a statute pursuant to which an association may be formed that affords to each of its members limited liability with respect to the liabilities of the entity;[.]
(10)[(7)]
"Knowledge" means actual knowledge of a fact;[.]
(11)[(8)]
"Limited liability company" or "domestic limited liability company" means a limited liability company formed under this chapter having one (1) or more members;[.]
(12)[(9)]
"Limited liability company interest" or "interest in the limited liability company" means the interest that may be issued in accordance with KRS 275.195;[.]
(13)[(10)]
"Limited partnership" means a limited partnership formed under the laws of the Commonwealth or any other state or a foreign country;[.]
(14)[(11)]
"Majority-in-interest of the members" means those members entitled to cast a majority of the votes to be cast by the members on any matter under the terms of the operating agreement described in KRS 275.175(3);[.]
(15)[(12)]
"Manager" or "managers" means, with respect to a limited liability company that has set forth in its articles of organization that it is to be managed by managers, the person or persons designated in accordance with KRS 275.165;[.]
(16)[(13)]
"Member" or "members" means a person or persons who have been admitted to membership in a limited liability company as provided in KRS 275.275 and who have not ceased to be members as provided in KRS 275.280;[.]

(17)
"Name of record with the Secretary of State" means any real, fictitious, reserved, registered, or assumed name of a business entity; 

(18)
"Nonprofit limited liability company" means a limited liability company formed for a nonprofit purpose;
(19)
"Nonprofit purpose" includes any purpose authorized under KRS 273.167;

(20)[(14)]
"Operating agreement" means any agreement, written or oral, among all of the members, as to the conduct of the business and affairs of a limited liability company;[. If a written operating agreement contains a provision to the effect that any amendment to the operating agreement of the limited liability company shall be in writing and adopted in accordance with the provisions of the operating agreement, the provision shall be enforceable in accordance with its terms, and any agreement as to the conduct of the business and affairs of the limited liability company which is not in writing and adopted in accordance with the provisions of the operating agreement shall not be considered part of the operating agreement and shall be void and unenforceable. If a limited liability company has only one (1) member, an operating agreement shall be deemed to include:

(a)
A writing executed by the member that relates to the affairs of the limited liability company and the conduct of its business regardless of whether the writing constitutes an agreement; or

(b)
If the limited liability company is managed by a manager, any other agreement between the member and the limited liability company as it relates to the limited liability company and the conduct of its business, regardless of whether the agreement is in writing.]
(21)[(15)]
"Person" means an individual, a general partnership, a limited liability partnership, including a registered limited liability partnership, a limited partnership, a domestic or foreign limited liability company, a trust, an estate, an association, a corporation, or any other legal entity;[.]
(22)[(16)]
"Principal office" means the office, in or out of the Commonwealth, so designated in writing with the Secretary of State where the principal executive offices of a domestic or foreign limited liability company are located;[.

(17)
"State" means a state, territory, or possession of the United States, the District of Columbia, or the Commonwealth of Puerto Rico.]
(23)[(18)]
"Proceeding" means civil suit and criminal, administrative, and investigative action;[.]
(24)[(19)]
"Professional limited liability company" means a limited liability company organized under this chapter or the laws of another state or foreign country for purposes that include, but are not limited to, the providing of one (1) or more professional services. Except as otherwise expressly provided in this chapter, all provisions of this chapter governing limited liability companies shall be applicable to professional limited liability companies;[.]
(25)[(20)]
"Professional services" mean the personal services rendered by physicians, osteopaths, optometrists, podiatrists, chiropractors, dentists, nurses, pharmacists, psychologists, occupational therapists, veterinarians, engineers, architects, landscape architects, certified public accountants, public accountants, physical therapists, and attorneys;[.]
(26)
"Real name" shall have the meaning set forth in KRS 365.015;

(27)[(21)]
"Regulating board" means the governmental agency which is charged by law with the licensing and regulation of the practice of the profession which the professional limited liability company is organized to provide; and

(28)
"State" means a state, territory, or possession of the United States, the District of Columbia, or the Commonwealth of Puerto Rico.

Section 17.   KRS 275.020 is amended to read as follows:

(1)
One (1) or more persons may serve as the organizer and form a limited liability company by delivering articles of organization to the Secretary of State for filing. It shall not be necessary that the person or persons be members of the limited liability company.

(2)
If the articles of organization vest management of the limited liability company in a manager or managers and the initial manager or managers are not named in the articles, then the person or persons forming the limited liability company may designate the initial manager or managers.
(3)
If the articles of organization vest management of the limited liability company in a member or members and the initial members are not named in the articles, then the person or persons forming the limited liability company may designate the initial member or members.

(4)
Unless a delayed effective date is specified, the existence of the limited liability company shall begin when the articles of organization are filed by the Secretary of State. If a delayed effective date is specified, the existence of the limited liability company shall begin when the articles of organization are effective as specified in Section 23 of this Act. 

(5)
The Secretary of State's filing of the articles of organization shall be conclusive proof that the organizer or organizers satisfied all conditions precedent to organization, except in proceedings by the state to cancel or revoke the organization or involuntarily dissolve the limited liability company.

Section 18.   KRS 275.025 is amended to read as follows:

(1)
The articles of organization shall set forth:

(a)
A name for the limited liability company that satisfies the requirements of KRS 275.100;

(b)
The street address of the limited liability company's initial registered office, and the name of its initial registered agent at that office;

(c)
The mailing address of the initial principal office of the limited liability company; and

(d)
A statement that the limited liability company is to be managed by a manager or managers or that the limited liability company is to be managed by its members.

(2)
The term of a limited liability company shall be perpetual unless a period of duration other than perpetual is set forth in the articles of organization.

(3)
The articles of organization of a professional limited liability company shall designate the professional services to be practiced through the professional limited liability company.

(4)
The articles of organization may set forth any other matter that under this chapter is permitted to be set forth in an operating agreement not inconsistent with law.

(5)
A written statement of the initial registered agent consenting to serve in that capacity shall accompany the articles of organization.

(6)
A member of a limited liability company shall not have a vested property right resulting from any provision of the articles of organization.

(7)
If the limited liability company is a nonprofit limited liability company, then the articles of organization shall state that fact and its nonprofit purpose. This provision of the articles of organization shall not be removed from the articles of organization without written notice to the Attorney General of Kentucky given not less than ten (10) business days prior to the filing of the amendment.
(8)
The fact that the articles of organization are on file with the Secretary of State is notice:

(a)
That the limited liability company formed by the filing of the articles of organization is a limited liability company formed under the laws of the Commonwealth of Kentucky; and

(b)
Of all other facts set forth therein which are required to be set forth in the articles of organization by subsections (1), (3), and (7) of this section.
Section 19.   KRS 275.030 is amended to read as follows:

(1)
A limited liability company shall[may] amend its articles of organization to add or change a provision that is required by this chapter to be included in the articles of organization. A limited liability company may amend its articles of organization to add, change, or delete a provision that is[ required or] permitted to be or that is not required to be in the articles of organization[ or to delete a provision not required in the articles]. The articles of organization shall be amended if:

(a)
There is a change in the name of the limited liability company;

(b)
There is a change in the latest date upon which the limited liability company is to dissolve;

(c)
There is a change in whether the management of the limited liability company is vested in managers or members; or

(d)
There is a change in any other matter required to be set forth in the articles of organization under KRS 275.025.

(2)
Except as provided in subsection (3) of this section, or unless the articles of organization or the operating agreement provide otherwise, an amendment to the articles of organization of a limited liability company shall be approved by the members in accordance with KRS 275.175.

(3)
Unless the articles of organization or the written operating agreement provide otherwise, a manager or, if there is no manager, any member may amend the articles of organization of the limited liability company without action by the members to delete:

(a)
The name and address of the initial registered agent or initial registered office if a statement of change pursuant to KRS 275.120 is on file with the Secretary of State; or

(b)
The mailing address of the initial principal office, if a statement of change pursuant to KRS 275.040 is on file with the Secretary of State.

(4)
To amend its articles of organization, a limited liability company shall file with the Secretary of State articles of amendment setting forth:

(a)
The name of the limited liability company;

(b)
The text of each amendment adopted;

(c)
The date of each amendment's adoption; and

(d)
A statement that the amendment was duly adopted by the managers or the members in accordance with the articles of organization, the operating agreement of the limited liability company, or this chapter.

(5)
The articles of organization may be amended in any respect as may be desired, if the articles of organization as amended contain only provisions that may be lawfully contained in articles of organization at the time of making the amendment.

(6)
Unless the articles of organization provide otherwise, no member of a limited liability company shall have the right to dissent from an amendment to the articles of organization.

Section 20.   KRS 275.045 is amended to read as follows:

(1)
A document shall satisfy the requirements of this section, and of any other section of this chapter that adds to or varies these requirements, to be entitled to filing by the Secretary of State.

(2)
This chapter shall require or permit filing the document in the Office of the Secretary of State.

(3)
The document shall contain the information required by this chapter. It may also contain other information.

(4)
The document shall be typewritten or printed or, if electronically transmitted, it shall be in a format that can be retrieved or reproduced in typewritten or printed form. The typewritten or printed portion shall be in black. Manually-signed photocopies, or other reproduced copies, of typewritten or printed documents may be filed.

(5)
The document shall be in the English language. A limited liability company name may be in a language other than English if written in English letters or Arabic or Roman numerals. Any document that may be filed by a foreign limited liability company which is duly authenticated by the official having custody of the applicable records in the state, country, or other jurisdiction under whose law the limited liability company is formed may be in a language other than English if accompanied by a reasonably-authenticated English translation.

(6)
Unless otherwise provided in any other section of this chapter, any document required by this chapter to be filed with the Secretary of State shall be executed:

(a)
If management of the limited liability company is vested in one (1) or more managers, by any one (1) of the managers;

(b)
If management of the limited liability company is reserved to the members, by any one (1) of the members;

(c)
If the limited liability company has not been formed, by the persons forming a limited liability company; or

(d)
If the limited liability company is in the hands of a receiver, trustee, or other court-appointed fiduciary, by that fiduciary.

(7)
The persons executing the document shall sign it and state beneath or opposite their signatures the names of the persons and the capacity in which each signs.

(8)
The person executing the document may do so as an attorney-in-fact. Powers of attorney relating to the execution of the document shall not be required to be provided to or filed with the Secretary of State.

(9)
If the Secretary of State has prescribed a mandatory form for a document, then the document shall be in or on the prescribed form.

(10)
The document shall be delivered to the Secretary of State for filing[ and shall be accompanied by two (2) exact or conformed copies, the correct filing fee, and any other fee or penalty required by this chapter or other law to be collected by the Office of Secretary of State]. Delivery may be made by electronic transmission if and to the extent permitted by the Secretary of State. If it is filed in typewritten or printed form and not transmitted electronically, then the Secretary of State may require that it be accompanied by two (2) exact or conformed copies.
(11)
One (1) of the exact or conformed copies or, if transmitted electronically, a reproduction in paper form, shall be filed with and recorded by the county clerk of the county in which the registered office of the limited liability company is situated.

(12)
When the document is delivered to the office of the Secretary of State for filing, the correct filing fee and any penalty required by this chapter or other law to be collected by the office of the Secretary of State shall be paid or provision for payment made in a manner permitted by the Secretary of State. The Secretary of State may accept payment of the correct amount due by credit card, debit card, charge card, or similar method. However, if the amount due is tendered by any method other than cash, then the liability is not finally discharged until the Secretary of State receives final payment or credit of collectible funds.

Section 21.   KRS 275.050 is amended to read as follows:

(1)
The Secretary of State shall prescribe and furnish on request forms for:

(a)
A certificate of existence or authorization;

(b)
An application for a certificate of authority;

(c)
An application for a certificate of withdrawal;

(d)
A statement of change of registered office or registered agent;

(e)
A statement of change of principal office address;

(f)
The annual report;[ and]

(g)
An amendment of the annual report;

(h)
An application for a reservation of name;

(i)
An application to renew a reservation of name; and

(j)
An amended application for certificate of authority.

(2)
The Secretary of State shall have the discretion to make mandatory the use of the forms referred to in subsection (1) of this section.

(3)
The Secretary of State may prescribe and furnish on request forms for other documents required or permitted to be filed pursuant to this chapter, but their use shall not be mandatory.

Section 22.   KRS 275.055 is amended to read as follows:

(1)
The Secretary of State shall collect the following fees when the documents described in this subsection are delivered to him for filing:

(a)
Articles of organization 
$   40.00

(b)
Application for certificate of authority as a


foreign limited liability company 
$   90.00

(c)
Amendment of article of organization 
$   40.00

(d)
Restatement of articles of organization 
$   40.00

(e)
Amendment and restatement of articles of organization 
$   80.00

(f)
Articles of dissolution with respect to a domestic


limited liability company 
$   40.00

(g)
Limited liability company's statement of change of


registered agent or change of the address of the registered


office, or both 
$   10.00

(h)
Registered agent's statement of change of registered office for


each affected limited liability company 
$   10.00


not to exceed a total of 
$ 1,000.00

(i)
Limited liability company's statement of change of the


mailing address of the principal office 
$   10.00

(j)
Application to reserve a name for use by a domestic


or foreign limited liability company 
$   15.00

(k)
Renewal of application to reserve a name for use by 


a domestic or foreign limited liability company  
$    15.00 
(l)
Notice of the transfer of a name reserved for use by a


domestic or a foreign limited liability company 
$   15.00

(m)[(l)]
Application for use of indistinguishable name 
$   20.00

(n)[(m)]
Application for registered name 
$   36.00

(o)[(n)]
Application for renewal of registered name 
$   36.00

(p)[(o)]
Articles of merger 
$   50.00

(q)[(p)]
Application for amended certificate of authority 
$   40.00

(r)[(q)]
Application for certificate of withdrawal 
$   40.00

(s)[(r)]
Articles of correction 
$   20.00

(t)[(s)]
Certificate of existence or authorization 
$   10.00

(u)[(t)]
Reinstatement penalty following administrative dissolution 
$  100.00

(v)[(u)]
Annual report 
$   15.00

((w)
Amendment to annual report. ............................................................. $  10.00
(x)
Articles of share exchange  ..................................................................$  50.00 

(y)[(v)]
Any other document required or permitted to be


filed by this chapter 
$   15.00

(2)
The Secretary of State shall collect a fee of ten dollars ($10) each time process is served on the Secretary of State under this chapter. The party to a proceeding causing service of process shall be entitled to recover this fee as costs if the party prevails in the proceeding.

(3)
The Secretary of State shall collect the following fees for copying and certifying the copy of any filed documents relating to a domestic or foreign limited liability company:

(a)
Five dollars ($5) per request for the first five (5) pages and fifty cents ($0.50) a page for each page hereafter[copying]; and

(b)
Five dollars ($5) for the certificate.

(4)
The county clerk shall receive a fee pursuant to KRS 64.012 for recording and issuing reports, articles, and statements pertaining to limited liability companies.

Section 23.   KRS 275.060 is amended to read as follows:

(1)
Except as provided in subsection (2) of this section and KRS 275.065(3), a document shall be effective at the time of filing on the date it is filed, as evidenced by any means the Secretary of State may allow for the purpose of recording the date and time of filing[the Secretary of State's date and time endorsement on the original document], or at the time specified in the document as its effective time on the date it is filed.

(2)
A document may specify a delayed effective time and date.[; and] If the document[it] does so specify and it is filed pursuant to subsection (1) of this section, then the document shall become effective at the time and date specified. If a delayed effective date but no time is specified, then the document shall be effective at the close of business on that date. A delayed effective date for a document shall not be later than the ninetieth day after the date it is filed.

(3)
A document filed in accordance with this section shall be effective regardless of a failure to file the document with the county clerk pursuant to KRS 275.045(11).

Section 24.   KRS 275.065 is amended to read as follows:

(1)
A domestic or foreign limited liability company may correct a document filed by the Secretary of State in accordance with subsection (2) of this section if[ the document]:

(a)
The document contains an inaccuracy[Contains an incorrect statement];[ or]
(b)
The document was defectively executed, attested, sealed, verified, or acknowledged; or

(c)
The electronic transmission of the document was defective.

(2)
A document shall be corrected:

(a)
By preparing articles of correction that:

1.
Describe the document, including its filing date, or have attached a copy of the document to the articles of correction;

2.
Specify the inaccuracy or defect to be corrected[incorrect statement and the reason it is incorrect or the manner in which the execution was defective]; and

3.
Correct the inaccuracy or defect[incorrect statement or defective execution]; and

(b)
By delivering the articles of correction to the Secretary of State for filing.

(3)
Articles of correction shall be effective on the effective date of the document they correct except as to persons relying on the uncorrected document adversely affected by the correction. As to those persons, articles of correction shall be effective when filed.

Section 25.   KRS 275.070 is amended to read as follows:

(1)
If a document delivered to the Secretary of State for filing satisfies the requirements of KRS 275.045, then the Secretary of State shall file it.

(2)
The Secretary of State shall file a document by recording it as filed on the date and time of receipt[stamping or otherwise endorsing "Filed," together with the Secretary of State's name and official title and the date and time of receipt, on both the original and the document copies and on the receipt for the filing fee]. After filing a document, except as provided in KRS 275.125 and 275.420, the Secretary of State shall deliver[ the document copies, with the filing fee receipt, or acknowledgment of receipt if no fee is required, attached,] to the domestic or foreign limited liability company or its representative a copy of the document with an acknowledgment of the date and time of filing.

(3)
If the Secretary of State refuses to file a document, then the Secretary of State shall return it to the domestic or foreign limited liability company or its representative within five (5) days after the document was delivered, together with a brief, written explanation of the reason for the refusal.

(4)
The Secretary of State's duty to file documents under this section shall be ministerial. The filing or refusal to file a document by the Secretary of State shall not:

(a)
Affect the validity or invalidity of the document in whole or part;

(b)
Relate to the correctness or incorrectness of information contained in the document; or

(c)
Create a presumption that the document is valid or invalid or that information contained in the document is correct or incorrect.

Section 26.   KRS 275.080 is amended to read as follows:

A certificate from the Secretary of State delivered with[attached to] a copy of the document filed by the Secretary of State[, bearing his signature, which may be in facsimile, and the seal of this Commonwealth,] shall be conclusive evidence that the original document is on file with the Secretary of State.

Section 27.   KRS 275.095 is amended to read as follows:

All persons purporting to act as or on behalf of a limited liability company, knowing there has been no organization under this chapter, or who assume to act for a limited liability company without authority to do so, shall be jointly and severally liable for all liabilities created while so acting.

Section 28.   KRS 275.100 is amended to read as follows:

(1)
The name of each limited liability company as set forth in its articles of organization shall contain the words "limited liability company" or "limited company" or the abbreviations "LLC" or "LC." The name of each limited liability company which is a professional limited liability company shall contain the words "professional limited liability company" or "professional limited company" or the abbreviations "PLLC" or "PLC." The word "Limited" may be abbreviated as "Ltd." and the word "Company" may be abbreviated as "Co."

(2)
Except as authorized by subsections (3) and (4) of this section, the name of a limited liability company shall be distinguishable from any name on record with the Secretary of State.

(3)
A limited liability company may apply to the Secretary of State for authorization to use a name that is not distinguishable upon the Secretary of State's records from one (1) or more of the names described in subsection (2) of this section. The Secretary of State shall authorize use of the name applied for if:

(a)
The other business entity consents to the use in writing and submits an undertaking in form satisfactory to the Secretary of State to change its name to a name that is distinguishable upon the records of the Secretary of State from the name of the applying limited liability company; or

(b)
The applicant delivers to the Secretary of State a certified copy of the final judgment of a court of competent jurisdiction establishing the applicant's right to use the name applied for in this Commonwealth.

(4)
A limited liability company may use the name, including the fictitious name, with any modification required by this section or KRS 275.410 of another business entity that is used in this Commonwealth if the other business entity is organized or authorized to transact business in this Commonwealth and the limited liability company:

(a)
Has merged with the other business entity;

(b)
Has been formed by reorganization of the other business entity; or

(c)
Has acquired all or substantially all of the assets, including the business name, of the other business entity.

(5)
This chapter shall not control the use of assumed[fictitious] names.

(6)
The filing of articles of organization under the particular name of the limited liability company shall not automatically prevent the use of that name or protect that name from use by other persons.

Section 29.   KRS 275.105 is amended to read as follows:

(1)
A person may apply to the Secretary of State to reserve the exclusive use of a limited liability company name, including the fictitious name, for a foreign limited liability company whose limited liability company name is not available for use in this Commonwealth. If the Secretary of State finds that the limited liability company name applied for is available, the Secretary of State shall reserve the name for the applicant's exclusive use for[ one (1) nonrenewable period of] one hundred twenty (120) days. Within thirty (30) days of the expiration of a reservation, the holder of the registration may apply to renew the reservation on such form as shall be provided by the Secretary of State. The renewal shall be effective as of the expiration of the current reservation and shall renew the reservation for an additional one hundred twenty (120) days from the expiration.
(2)
The holder of a reserved limited liability company name may transfer the reservation to another person by delivering to the Secretary of State a notice of the transfer, executed by the applicant for whom the name was reserved, and specifying the name and address of the transferee.

(3)
The holder of a reserved limited liability company name may cancel the reservation by delivery to the Secretary of State of a notice of cancellation, executed by the applicant for whom the name was reserved, that states the reserved name and its date of reservation.
Section 30.   KRS 275.170 is amended to read as follows:

Unless otherwise provided in a written[an] operating agreement:

(1)
A member or manager shall not be liable, responsible, or accountable in damages or otherwise to the limited liability company or the members of the limited liability company for any action taken or failure to act on behalf of the limited liability company unless the act or omission constitutes wanton or reckless misconduct.

(2)
Each member and manager shall account to the limited liability company and hold as trustee for it any profit or benefit derived by that person without the consent of more than one-half (1/2) by number of the disinterested managers, one-half (1/2) by number of other persons participating in the management of the business or affairs of the limited liability company, or a[the] majority-in-interest of the members from:

(a)
Any transaction connected with the conduct or winding up of the limited liability company; or

(b)
Any use by the member or manager of its property, including, but not limited to, confidential or proprietary information of the limited liability company or other matters entrusted to the person as a result of his status as manager or member.

(3)
In determining whether a transaction has received the approval of a majority-in-interest of the members, membership interests owned by or voted under the control of the member or manager whose actions are under review in accordance with subsection (2) of this section, and membership interests owned by an entity owned by or voted under the control of that member or manager, shall not be counted in a vote of the members to determine whether to consent, and the membership interests shall not be counted in determining whether a quorum, if required by a written operating agreement, exists to consider whether to consent.
(4)
[One who is ]A member of a[the] limited liability company in which management is vested in managers under KRS 275.165(2) and who is not a manager shall have no duties to the limited liability company or the other members solely by reason of acting in his or her capacity as a member.

Section 31.   KRS 275.175 is amended to read as follows:

(1)
Unless otherwise provided in the articles of organization, a written operating agreement, or this chapter, the affirmative vote, approval, or consent of a majority-in-interest of the members, if management of the limited liability company is vested in the members, or a simple majority of the managers, each having a single vote, if the management of the limited liability company is vested in managers, shall be required to decide any matter connected with the business affairs of the limited liability company.

(2)
Unless otherwise provided in a written[writing in the] operating agreement, the affirmative vote, approval, or consent of the majority-in-interest of the members shall be required to:

(a)
Amend a written operating agreement;

(b)
Authorize a manager or member to do any act on behalf of the limited liability company that contravenes a written operating agreement, including any written provision thereof which expressly limits the purpose, business, or affairs of the limited liability company or the conduct thereof; or

(c)
Amend the articles of organization to change the management of the limited liability company from members to managers or from managers to members.

(3)
Unless otherwise provided in the articles of organization, a written operating agreement, or this chapter, for all purposes of this chapter, the members of a limited liability company shall vote, approve, or consent in proportion to their contributions, based upon the agreed value as stated in the records of the limited liability company as required by KRS 275.185, made by each member to the extent they have been received by the limited liability company and have not been returned.

(4)
Unless otherwise provided in the articles of organization or the written operating agreement, no member of a limited liability company shall have the right to dissent from an amendment to the operating agreement.

Section 32.   KRS 275.185 is amended to read as follows:

(1)
A limited liability company shall keep at its principal office or other location as set forth in a written operating agreement, the following:

(a)
A current list, and all past lists, setting forth the full name and last known mailing address of each member and, if any, each manager[, if any];

(b)
A copy of the articles of organization and all amendments thereto, together with executed copies of any power of attorney pursuant to which any articles of amendment have been executed;

(c)
Copies of the limited liability company's federal, state, and local income tax returns and financial statements, if any, for the three (3) most recent years or, if those returns and statements were not prepared, copies of the information and statements provided to, or which should have been provided to, the members to enable them to prepare their federal, state, and local tax returns for those years;

(d)
Copies of any effective written operating agreements and all amendments thereto, and copies of any written operating agreements no longer in effect; and

(e)
Unless contained in writing in an operating agreement:

1.
A writing setting forth the amount of cash, if any, and a statement of the agreed value of other property or services, if any, contributed by each member and the times at which or events upon the happening of which any additional contributions are to be made;

2.
A writing stating events, if any, upon the happening of which the limited liability company is to be dissolved and its affairs wound up; and

3.
Other writings, if any, prepared pursuant to a requirement, if any, in an operating agreement.

(2)
Upon reasonable written request, a member may, at the member's own expense, inspect and copy during ordinary business hours any limited liability company record, where the record is located or at a reasonable location.

(3)
Members, if the management of the limited liability company is vested in the members, or managers, if management of the limited liability company is vested in managers, shall render, to the extent the circumstances render it just and reasonable, true and full information of all matters affecting the members to any member, and the member's agent, and to the legal representative of any deceased member or of any member under legal disability.

(4)
Failure of the limited liability company to keep or maintain any of the records or information required pursuant to this section shall not be grounds for imposing liability on any member or manager for the debts and obligations of the limited liability company.

(5)
A written operating agreement may impose reasonable limitations upon the use of any record of or information with respect to a limited liability company.
Section 33.   KRS 275.190 is amended to read as follows:

(1)
Each domestic limited liability company, and each foreign limited liability company authorized to transact business in this Commonwealth, shall deliver to the Secretary of State for filing an annual report that sets forth:

(a)
The name of the limited liability company and the state or country under whose law it is organized;

(b)
The address of its registered office and the name of its registered agent at that office in this state;

(c)
The address of its principal office; and

(d)
The names and business addresses of its managers, if management is vested in managers, or one (1) or more designated members, if management is vested in members.

(2)
Information in the annual report shall be current as of the date the annual report is executed on behalf of the limited liability company.

(3)
The first annual report shall be delivered to the Secretary of State between January 1 and June 30 of the year following the calendar year in which a domestic limited liability company was organized or a foreign limited liability company was authorized to transact business. Subsequent annual reports shall be delivered to the Secretary of State between January 1 and June 30 of the following calendar years.

(4)
If an annual report does not contain the information required by this section, the Secretary of State shall promptly notify the reporting domestic or foreign limited liability company in writing and return the report to it for correction.

(5)
A domestic or foreign limited liability company may amend the information in its last filed annual report by delivery to the Secretary of State of an amendment to the annual report on such form as is provided by the Secretary of State.
Section 34.   KRS 275.195 is amended to read as follows:

(1)
A limited liability company interest may be issued in exchange for consideration consisting of cash, property, services rendered, or a promissory note or other obligation to contribute cash or property or to perform services.

(2)
A person may be admitted to a limited liability company as a member of the limited liability company and may receive a limited liability company interest without making a contribution or being obligated to make a contribution to the limited liability company. 
(3)
Unless otherwise provided in the operating agreement, a person may be admitted to a limited liability company as a member without acquiring a limited liability company interest.
Section 35.   KRS 275.200 is amended to read as follows:

(1)
An obligation of[A promise by] a member to make a contribution[contribute] to the limited liability company shall not be enforceable unless set forth in a writing signed by the member.

(2)
Unless otherwise provided in an operating agreement, a member shall be obligated to the limited liability company to perform any enforceable promise to contribute cash or property or to perform services, even if the member is unable to perform because of death, disability, or other reason.

(3)
If a member does not make a[the] required contribution of property or services, then the member shall be obligated, at the option of the limited liability company, to contribute cash equal to that portion of value of the stated contribution that has not been made.

(4)
Unless otherwise provided in an operating agreement, an[the] obligation of a member to make a contribution may be compromised only with the unanimous consent of the members.

(5)
Notwithstanding any compromise approved pursuant to subsection (4) of this section, a creditor of a limited liability company who extends credit or otherwise acts in reliance on an[the] obligation, after the member executes a writing which reflects that[the] obligation and before any such[the] compromise is reached, may enforce the original obligation.

Section 36.   KRS 275.225 is amended to read as follows:

(1)
No distribution shall be made if, after giving effect to the distribution:

(a)
The limited liability company would not be able to pay its debts as they become due in the usual course of business; or

(b)
The limited liability company's assets would be less than the sum of its liabilities plus, unless otherwise provided in an operating agreement, the amount that would be needed, if the limited liability company were to be dissolved at the time of the distribution, to satisfy the preferential rights of other members upon dissolution which are superior to the rights of the member receiving the distribution.

(2)
The limited liability company may base a determination that a distribution is not prohibited under subsection (1) of this section either on:

(a)
Financial statements prepared on the basis of accounting practices and principles that are reasonable under the circumstances; or

(b)
A fair valuation or other method that is reasonable under the circumstances.

(3)
Except as provided in subsection (5) of this section, the effect of a distribution under subsection (1) of this section shall be measured as of:

(a)
The date the distribution is authorized if the payment occurs within one hundred twenty (120) days after the date of authorization; or

(b)
The date payment is made if it occurs more than one hundred twenty (120) days after the date of authorization.

(4)
A limited liability company's indebtedness to a member incurred by reason of a distribution made in accordance with this section shall be at parity with the limited liability company's indebtedness to its general unsecured creditors, except to the extent subordinated by agreement.

(5)
If terms of the indebtedness provide that payment of principal and interest is to be made only if, and to the extent that, payment of a distribution to members could then be made under this section, then indebtedness of a limited liability company, including indebtedness issued as a distribution, shall not be a liability for purposes of determinations made under subsection (1) of this section.

(6)
If the indebtedness is issued as a distribution, then each payment of principal or interest on the indebtedness shall be treated as a distribution, the effect of which shall be measured on the date the payment is actually made.

(7)
For purposes of this section, the term "distribution" shall not include amounts constituting reasonable compensation for present or past services or reasonable payments made in the ordinary course of business pursuant to a bona fide retirement plan or other benefit program.

Section 37.   KRS 275.255 is amended to read as follows:

(1)
Unless otherwise provided in a written[writing in an] operating agreement:

(a)
A limited liability company interest shall be assignable in whole or in part;

(b)
An assignment shall entitle the assignee to receive, to the extent assigned, only the distributions to which the assignor would be entitled;

(c)
An assignment of a limited liability company interest shall not dissolve the limited liability company or entitle the assignee to participate in the management and affairs of the limited liability company or to become or exercise any rights of a member other than the right to receive distributions pursuant to subsection (1)(b) of this section;

(d)
Until the assignee of a limited liability company interest becomes a member pursuant to KRS 275.265(1), the assignor shall continue to be a member and to have the power to exercise any rights of a member, subject to the members' right to remove the assignor pursuant to KRS 275.280(1)(c)2.;

(e)
Until an assignee of a limited liability company interest becomes a member, the assignee shall have no liability as a member solely as a result of the assignment; and

(f)
The assignor of a limited liability company interest shall not be released from liability as a member solely as result of the assignment.

(2)
A written[An] operating agreement may provide that a member's limited liability company interest may be evidenced by a certificate of limited liability company interest issued by the limited liability company and may also provide for the assignment or transfer of any interest represented by the certificate.

(3)
Unless otherwise provided in a written[an] operating agreement, the pledge of or granting of a security interest, lien, or other encumbrance in or against any or all of the limited liability company interest of a member shall not constitute an assignment and shall not cause the member to cease to be a member or cease to have the power to exercise any rights or powers of a member.

(4)
Limitations upon assignment set forth or adopted in accordance with this section shall be enforced notwithstanding KRS 355.9-406 and 355.9-408.

Section 38.   KRS 275.285 is amended to read as follows:

A limited liability company shall be dissolved and its affairs wound up upon the happening of the first to occur of the following:

(1)
The expiration of the term of the limited liability company set forth in the articles of organization, if any;[, or]

(2)
Upon the occurrence of events specified in the articles of organization or a written operating agreement;

(3)[(2)]
Unless otherwise set forth in the operating agreement, the written consent of all[a majority-in-interest] of the members of a limited liability company;

(4)[(3)]
The entry of a decree of judicial dissolution under KRS 275.290; or

(5)[(4)]
The filing of a certificate of dissolution by the Secretary of State under KRS 275.295.

Section 39.   KRS 275.295 is amended to read as follows:

(1)
The Secretary of State may commence a proceeding to administratively dissolve a limited liability company if:

(a)
The limited liability company does not deliver its annual report to the Secretary of State within sixty (60) days after the annual report is due;

(b)
The limited liability company is without a registered agent or registered office in Kentucky for at least sixty (60) days;[ or]
(c)
The limited liability company does not notify the Secretary of State within sixty (60) days after its registered agent or registered office has been changed, its registered agent has resigned, or its registered office has been discontinued; or

(d)
The limited liability company’s term as set forth in its articles of organization expires.

(2)
(a)
If the Secretary of State determines that one (1) or more grounds exist under subsection (1) of this section for dissolving a limited liability company, the Secretary of State shall serve the limited liability company with written notice of the determination by first class mail at its principal place of business address.

(b)
If the limited liability company does not correct each ground for dissolution or demonstrate to the reasonable satisfaction of the Secretary of State that each ground determined by the Secretary of State does not exist within sixty (60) days from the date on which notice was mailed, the Secretary of State shall administratively dissolve the limited liability company by signing a certificate of dissolution that states the ground or grounds for dissolution and its effective date. The Secretary of State shall file the original of the certificate and serve a copy on the limited liability company by mailing the notice by first class mail to the limited liability company at its principal place of business address. If a limited liability company is dissolved for having reached the end of its period of duration, the certificate of dissolution shall be effective as of the end of the period of duration as set forth in the articles of organization[registered office].

(3)
(a)
A limited liability company administratively dissolved under subsection (2) of this section, other than for failure to amend the articles of organization to extend the duration of the limited liability company within the sixty (60) day notice period of subsection (2) if this section, may apply to the Secretary of State for reinstatement at any time after the effective date of dissolution. The application shall:

1.
State the name of the limited liability company and the effective date of its administrative dissolution;

2.
State that the ground or grounds for dissolution either did not exist or have been eliminated;

3.
State that the limited liability company's name satisfies the requirements under KRS 275.100;

4.
Contain a certificate from the Kentucky Department of Revenue stating that all taxes owed by the limited liability company have been paid; and

5.
Be accompanied by the reinstatement penalty and the current fee on filing each delinquent report as provided for in KRS 275.055(1).

(b)
If the Secretary of State determines that the application contains the information required by paragraph (a) of this subsection and that the information is correct, the Secretary of State shall:

1.
Cancel the certificate of dissolution and prepare a certificate of existence that states the determination and the effective date of existence; and

2.
Serve a copy on the limited liability company in the manner provided in subsection (2)(a) of this section.

(c)
When the reinstatement is effective, the reinstatement shall relate back to and take effect as of the effective date of the administrative dissolution, and the limited liability company shall resume carrying on business as if the administrative dissolution had never occurred.

(4)
(a)
If the Secretary of State denies a limited liability company's application for reinstatement following administrative dissolution, the Secretary of State shall serve the limited liability company with a written notice that explains the reason or reasons for denial by mailing notice by first-class mail to the limited liability company at[ its registered office or, if none, to] the[ last] principal office identified on the most recent annual report, or, if none, the articles of organization.

(b)
The limited liability company may appeal the denial of reinstatement to the Circuit Court of the county where the limited liability company's principal office, or, if there is none in Kentucky, its registered office, is located within thirty (30) days after service of the notice of denial by doing the following:

1.
Filing a petition with the court to set aside the dissolution; and

2.
Attaching to the petition a copy of the Secretary of State's certificate of dissolution, the limited liability company's application for reinstatement, and the Secretary of State's notice of denial.

(c)
The court may order the Secretary of State to reinstate the dissolved limited company or may take other action the court considers appropriate.

(d)
The court's final decision may be appealed as are other civil proceedings.

Section 40.   KRS 275.315 is amended to read as follows:

After the dissolution of the limited liability company pursuant to KRS 275.285(1), (2), (3), or (4)[or (3)], the limited liability company shall file articles of dissolution with the Secretary of State which set forth:

(1)
The name of the limited liability company;

(2)
A statement of the subsection of KRS 275.285 pursuant to which the limited liability company has dissolved;

(3)
The effective date, which shall be a date certain, of the dissolution; and

(4)
Any other information the members or managers filing the articles of dissolution shall deem proper.

Section 41.   KRS 275.345 is amended to read as follows:

(1)
Unless otherwise provided[ in writing] in a written operating agreement, and subject to any law applicable to business entities other than limited liability companies, one (1) or more limited liability companies may merge with or into one (1) or more other business entities with the limited liability company or other business entity being the surviving or resulting limited liability company or other business entity.

(2)
Rights or securities of or interests in a business entity that is a party to the merger may be exchanged for or converted into cash, property, obligations, rights, or securities of or interests in the surviving or resulting business entity or of any other business entity.

(3)
Unless otherwise provided in the articles of organization, a written operating agreement, or a written agreement and plan of merger, no member of a limited liability company shall have the right to dissent from a merger.

(4)
A nonprofit limited liability company shall not merge with or into any business entity which is not a domestic nonprofit limited liability company.

Section 42.   KRS 275.350 is amended to read as follows:

(1)
Unless otherwise provided in a written operating agreement, a limited liability company that is a party to a proposed merger shall approve the plan of merger in KRS 275.355 by a majority-in-interest of the members.

(2)
Each business entity that is a party to a proposed merger shall approve the plan of merger in the manner and by the vote required by the laws applicable to the business entity.

(3)
Each business entity that is a party to the merger shall have the rights to abandon the merger as provided for in the plan of merger or in the laws applicable to the business entity.

(4)
Unless otherwise provided in the articles of organization, a written operating agreement, or a written agreement and plan of merger, no member of a limited liability company shall have the right to dissent from a merger.

Section 43.   KRS 275.370 is amended to read as follows:

(1)
A partnership or limited partnership may be converted to a limited liability company pursuant to this section.

(2)
The terms and conditions of a conversion of a partnership or limited partnership to a limited liability company shall, in the case of a partnership, be approved by all the partners or by a number or percentage specified for conversion in the partnership agreement or, in the case of a limited partnership, by all the partners, notwithstanding any provision to the contrary in the limited partnership agreement.

(3)
After the conversion is approved under subsection (2) of this section, the partnership or limited partnership shall file articles of organization with the office of the Secretary of State which satisfy the requirements of KRS 275.025 and include:

(a)
A statement that the partnership or limited partnership was converted to a limited liability company from a partnership or limited partnership, as the case may be;

(b)
Its former name;

(c)
In the case of a partnership, a statement of the number of votes cast by the partners entitled to vote for and against the conversion and, if the vote is less than unanimous, the number or percentage required to approve the conversion under the partnership agreement; and

(d)
If the partnership has filed a statement of registration as a limited liability partnership, a statement that the statement has been withdrawn, a statement of qualifications or the statement of registration, or as the case may be, shall be deemed cancelled as of the effective date and time of the articles of organization as determined in accordance with Section 23 of this Act; and

(e)
In the case of a limited partnership, the limited partnership's certificate of limited partnership shall be deemed cancelled as of the effective date and time of the articles of organization as determined in accordance with Section 23 of this Act[a statement that any assumed name has been canceled; and

(d)
In the case of a limited partnership, the limited partnership shall cancel its certificate of limited partnership and any assumed name pursuant to this Commonwealth's limited partnership law].

(4)
The conversion shall take effect[, in the case of a partnership,] when the articles of organization are filed with the office of the Secretary of State or, as provided in Section 23 of this Act, at a[any] later date specified in the articles of organization or, in the case of a limited partnership, when the certificate of limited partnership is canceled.

(5)
A partner or, in the case of a limited partnership, a general partner who becomes a member of a limited liability company as a result of a conversion shall remain liable as a partner or general partner for an obligation incurred by the partnership or limited partnership before the conversion takes effect. If the other party to a transaction with the limited liability company reasonably believes when entering the transaction that the member undertaking the transaction is a partner in a partnership or a general partner in a limited partnership, the member shall be liable for an obligation incurred by the limited liability company within ninety (90) days after the conversion takes effect. The partner's or general partner's liability for all other obligations of the limited liability company incurred after the conversion takes effect shall be that of a member as provided in this chapter. A limited partner who becomes a member as a result of a conversion shall remain liable only as a limited partner for an obligation incurred by the limited partnership before the conversion takes effect.

Section 44.   KRS 275.375 is amended to read as follows:

(1)
A partnership or limited partnership that has been converted pursuant to this chapter shall be for all purposes the same entity that existed before the conversion.

(2)
When a conversion takes effect:

(a)
All property and contract rights owned by, and all rights, privileges, and immunities of the converting partnership or limited partnership shall remain vested in the converted limited liability company without assignment, reversion, or impairment[business entity];

(b)
All obligations of the converting partnership or limited partnership shall continue as obligations of the converted limited liability company[business entity];[ and]
(c)
An action or proceeding pending against the converting partnership or limited partnership may be continued as if the conversion had not occurred and the name of the converted limited liability company may be substituted in any pending action or proceeding for the name of the converting partnership or limited partnership; and

(d)
The written operating agreement of the converted limited liability company shall be binding upon each person who becomes a member of the limited liability company.

Section 45.   KRS 275.400 is amended to read as follows:

(1)
A foreign limited liability company authorized to transact business in this Commonwealth shall obtain an amended certificate of authority from the Secretary of State if it changes:

(a)
Its real[company] name;

(b)
The latest date on which it is to dissolve; or

(c)
The state or country of its organization.

(2)
The requirements of KRS 275.395 for obtaining an original certificate of authority shall apply to obtaining an amended certificate under this section.

Section 46.   KRS 275.405 is amended to read as follows:

(1)
A certificate of authority shall authorize the foreign limited liability company to which it is issued to transact business in this Commonwealth subject to the right of the Commonwealth to revoke the certificate as provided in this chapter.

(2)
A foreign limited liability company with a valid certificate of authority shall have the same but no greater rights as, and shall have the same but no greater privileges as, and except as otherwise provided by this chapter shall be subject to the same duties, restrictions, penalties, and liabilities now or later imposed on, a domestic limited liability company.

(3)
This chapter shall not authorize this Commonwealth to regulate the organization or internal affairs, including the inspection of books, records and documents, of a foreign limited liability company authorized to transact business in this Commonwealth.

(4)
If a foreign limited liability company, as permitted by its jurisdiction of organization, has established a series having separate rights, powers, or duties and has limited the liabilities of that series so that debts, liabilities, and obligations incurred, contracted for, or otherwise existing with respect to a particular series are enforceable only against the assets of that series, and not against the assets of the limited liability company generally or any other series thereof, or so that the debts, liabilities, obligations and expenses incurred, contracted for, or otherwise existing with respect to the limited liability company generally or any such series thereof are not enforceable against the assets of the series, this shall be an internal affair of the foreign limited liability company and shall be determined by reference to the law of the jurisdiction of organization of the foreign limited liability company.
Section 47.   KRS 275.410 is amended to read as follows:

(1)
If the real name of a foreign limited liability company does not satisfy the requirements of KRS 275.100, the foreign limited liability company, to obtain or maintain a certificate of authority to transact business in this Commonwealth:

(a)
May add to its name for use in this Commonwealth:

1.
The words "limited liability company," "limited company," "professional limited liability company," or "professional liability company." The word "limited" may be abbreviated as "Ltd" and the word "Company" may be abbreviated as "Co."; or

2.
The abbreviations "LLC," "LC," "PLLC," or "PLC"; or

(b)
May use a fictitious name to transact business in this Commonwealth if its real name is unavailable and it delivers to the Secretary of State for filing a certificate by a person authorized to execute documents pursuant to KRS 275.045(6) that the limited liability company has adopted the fictitious name.

(2)
Except as authorized by subsections (3) and (4) of this section, the name, including a fictitious name, of a foreign limited liability company shall be distinguishable from any[the] name of record[any other business entity upon the records] with the Secretary of State.

(3)
A foreign limited liability company may apply to the Secretary of State for authorization to use in this Commonwealth the name of another business entity, organized or authorized to transact business in this Commonwealth, that is not distinguishable[ upon his records] from a[the] name of record with the Secretary of State applied for. The Secretary of State shall authorize use of the name applied for if:

(a)
The business entity consents to the use in writing and submits an undertaking in form satisfactory to the Secretary of State to change its name to a name that is distinguishable upon the records of the Secretary of State from the name of the applying limited liability company; or

(b)
The applicant delivers to the Secretary of State a certified copy of a final judgment of a court of competent jurisdiction establishing the applicant's right to use the name applied for in this Commonwealth.

(4)
A foreign limited liability company may use in this Commonwealth the name, including the fictitious name, of another business entity that is used in this Commonwealth if the business entity is organized or authorized to transact business in this Commonwealth and the foreign limited liability company:

(a)
Has merged with the other business entity;

(b)
Has been formed by reorganization of the business entity; or

(c)
Has acquired all or substantially all of the assets, including the name, of the other business entity.

(5)
If a foreign limited liability company authorized to transact business in this Commonwealth changes its name to one that does not satisfy the requirements of this section, it shall not transact business in this Commonwealth under the changed name until it adopts a name satisfying the requirements of this section and obtains an amended certificate of authorization under KRS 275.400.

Section 48.   KRS 141.010 is amended to read as follows:

As used in this chapter, unless the context requires otherwise:

(1)
"Commissioner" means the commissioner of the Department of Revenue;

(2)
"Department" means the Department of Revenue;

(3)
"Internal Revenue Code" means the Internal Revenue Code in effect on December 31, 2004, exclusive of any amendments made subsequent to that date, other than amendments that extend provisions in effect on December 31, 2004, that would otherwise terminate, and as modified by KRS 141.0101, except that for property placed in service after September 10, 2001, only the depreciation and expense deductions allowed under Sections 168 and 179 of the Internal Revenue Code in effect on December 31, 2001, exclusive of any amendments made subsequent to that date, shall be allowed, and including the provisions of the Military Family Tax Relief Act of 2003, Pub. L. No. 108-121, effective on the dates specified in that Act;

(4)
"Dependent" means those persons defined as dependents in the Internal Revenue Code;

(5)
"Fiduciary" means "fiduciary" as defined in Section 7701(a)(6) of the Internal Revenue Code;

(6)
"Fiscal year" means "fiscal year" as defined in Section 7701(a)(24) of the Internal Revenue Code;

(7)
"Individual" means a natural person;

(8)
"Modified gross income" means adjusted gross income as defined in Section 62 of the Internal Revenue Code of 1986, including any subsequent amendments in effect on December 31 of the taxable year, and adjusted as follows:

(a)
Include interest income derived from obligations of sister states and political subdivisions thereof; and

(b)
Include lump-sum pension distributions taxed under the special transition rules of Pub. L. No. 104-188, sec. 1401(c)(2);

(9)
"Gross income" in the case of taxpayers other than corporations means "gross income" as defined in Section 61 of the Internal Revenue Code;

(10)
"Adjusted gross income" in the case of taxpayers other than corporations means gross income as defined in subsection (9) of this section minus the deductions allowed individuals by Section 62 of the Internal Revenue Code and as modified by KRS 141.0101 and adjusted as follows, except that deductions shall be limited to amounts allocable to income subject to taxation under the provisions of this chapter, and except that nothing in this chapter shall be construed to permit the same item to be deducted more than once:

(a)
Exclude income that is exempt from state taxation by the Kentucky Constitution and the Constitution and statutory laws of the United States and Kentucky;

(b)
Exclude income from supplemental annuities provided by the Railroad Retirement Act of 1937 as amended and which are subject to federal income tax by Public Law 89-699;

(c)
Include interest income derived from obligations of sister states and political subdivisions thereof;

(d)
Exclude employee pension contributions picked up as provided for in KRS 6.505, 16.545, 21.360, 61.560, 65.155, 67A.320, 67A.510, 78.610, and 161.540 upon a ruling by the Internal Revenue Service or the federal courts that these contributions shall not be included as gross income until such time as the contributions are distributed or made available to the employee;

(e)
Exclude Social Security and railroad retirement benefits subject to federal income tax;

(f)
Include, for taxable years ending before January 1, 1991, all overpayments of federal income tax refunded or credited for taxable years;

(g)
Deduct, for taxable years ending before January 1, 1991, federal income tax paid for taxable years ending before January 1, 1990;

(h)
Exclude any money received because of a settlement or judgment in a lawsuit brought against a manufacturer or distributor of "Agent Orange" for damages resulting from exposure to Agent Orange by a member or veteran of the Armed Forces of the United States or any dependent of such person who served in Vietnam;

(i)
1.
For taxable years ending prior to December 31, 2005, exclude the applicable amount of total distributions from pension plans, annuity contracts, profit-sharing plans, retirement plans, or employee savings plans.


The "applicable amount" shall be:

a.
Twenty-five percent (25%), but not more than six thousand two hundred fifty dollars ($6,250), for taxable years beginning after December 31, 1994, and before January 1, 1996;

b.
Fifty percent (50%), but not more than twelve thousand five hundred dollars ($12,500), for taxable years beginning after December 31, 1995, and before January 1, 1997;

c.
Seventy-five percent (75%), but not more than eighteen thousand seven hundred fifty dollars ($18,750), for taxable years beginning after December 31, 1996, and before January 1, 1998; and

d.
One hundred percent (100%), but not more than thirty-five thousand dollars ($35,000), for taxable years beginning after December 31, 1997.

2.
For taxable years beginning after December 31, 2005, exclude up to forty-one thousand one hundred ten dollars ($41,110) of total distributions from pension plans, annuity contracts, profit-sharing plans, retirement plans, or employee savings plans.

3.
As used in this paragraph:

a.
"Distributions" includes, but is not limited to, any lump-sum distribution from pension or profit-sharing plans qualifying for the income tax averaging provisions of Section 402 of the Internal Revenue Code; any distribution from an individual retirement account as defined in Section 408 of the Internal Revenue Code; and any disability pension distribution;

b.
"Annuity contract" has the same meaning as set forth in Section 1035 of the Internal Revenue Code; and

c.
"Pension plans, profit-sharing plans, retirement plans, or employee savings plans" means any trust or other entity created or organized under a written retirement plan and forming part of a stock bonus, pension, or profit-sharing plan of a public or private employer for the exclusive benefit of employees or their beneficiaries and includes plans qualified or unqualified under Section 401 of the Internal Revenue Code and individual retirement accounts as defined in Section 408 of the Internal Revenue Code;

(j)
1.
a.
Exclude the portion of the distributive share of a shareholder's net income from an S corporation subject to the franchise tax imposed under KRS 136.505 or the capital stock tax imposed under KRS 136.300; and

b.
Exclude the portion of the distributive share of a shareholder's net income from an S corporation related to a qualified subchapter S subsidiary subject to the franchise tax imposed under KRS 136.505 or the capital stock tax imposed under KRS 136.300.

2.
The shareholder's basis of stock held in a S corporation where the S corporation or its qualified subchapter S subsidiary is subject to the franchise tax imposed under KRS 136.505 or the capital stock tax imposed under KRS 136.300 shall be the same as the basis for federal income tax purposes;

(k)
Exclude for taxable years beginning after December 31, 1998, to the extent not already excluded from gross income, any amounts paid for health insurance, or the value of any voucher or similar instrument used to provide health insurance, which constitutes medical care coverage for the taxpayer, the taxpayer's spouse, and dependents during the taxable year. Any amounts paid by the taxpayer for health insurance that are excluded pursuant to this paragraph shall not be allowed as a deduction in computing the taxpayer's net income under subsection (11) of this section;

(l)
Exclude income received for services performed as a precinct worker for election training or for working at election booths in state, county, and local primary, regular, or special elections;

(m)
Exclude any amount paid during the taxable year for insurance for long-term care as defined in KRS 304.14-600;

(n)
Exclude any capital gains income attributable to property taken by eminent domain;

(o)
Exclude any amount received by a producer of tobacco or a tobacco quota owner from the multistate settlement with the tobacco industry, known as the Master Settlement Agreement, signed on November 22, 1998;

(p)
Exclude any amount received from the secondary settlement fund, referred to as "Phase II," established by tobacco companies to compensate tobacco farmers and quota owners for anticipated financial losses caused by the national tobacco settlement;

(q)
Exclude any amount received from funds of the Commodity Credit Corporation for the Tobacco Loss Assistance Program as a result of a reduction in the quantity of tobacco quota allotted;

(r)
Exclude any amount received as a result of a tobacco quota buydown program that all quota owners and growers are eligible to participate in; and

(s)
Exclude state Phase II payments received by a producer of tobacco or a tobacco quota owner;

(11)
"Net income" in the case of taxpayers other than corporations means adjusted gross income as defined in subsection (10) of this section, minus the standard deduction allowed by KRS 141.081, or, at the option of the taxpayer, minus the deduction allowed by KRS 141.0202, minus any amount paid for vouchers or similar instruments that provide health insurance coverage to employees or their families, and minus all the deductions allowed individuals by Chapter 1 of the Internal Revenue Code as modified by KRS 141.0101 except those listed below, except that deductions shall be limited to amounts allocable to income subject to taxation under the provisions of this chapter and that nothing in this chapter shall be construed to permit the same item to be deducted more than once:

(a)
Any deduction allowed by the Internal Revenue Code for state or foreign taxes measured by gross or net income, including state and local general sales taxes allowed in lieu of state and local income taxes under the provisions of Section 164(b)(5) of the Internal Revenue Code;

(b)
Any deduction allowed by the Internal Revenue Code for amounts allowable under KRS 140.090(1)(h) in calculating the value of the distributive shares of the estate of a decedent, unless there is filed with the income return a statement that such deduction has not been claimed under KRS 140.090(1)(h);

(c)
The deduction for personal exemptions allowed under Section 151 of the Internal Revenue Code and any other deductions in lieu thereof; and

(d)
Any deduction for amounts paid to any club, organization, or establishment which has been determined by the courts or an agency established by the General Assembly and charged with enforcing the civil rights laws of the Commonwealth, not to afford full and equal membership and full and equal enjoyment of its goods, services, facilities, privileges, advantages, or accommodations to any person because of race, color, religion, national origin, or sex, except nothing shall be construed to deny a deduction for amounts paid to any religious or denominational club, group, or establishment or any organization operated solely for charitable or educational purposes which restricts membership to persons of the same religion or denomination in order to promote the religious principles for which it is established and maintained;

(12)
"Gross income," in the case of corporations, means "gross income" as defined in Section 61 of the Internal Revenue Code and as modified by KRS 141.0101 and adjusted as follows:

(a)
Exclude income that is exempt from state taxation by the Kentucky Constitution and the Constitution and statutory laws of the United States;

(b)
Exclude all dividend income received after December 31, 1969;

(c)
Include interest income derived from obligations of sister states and political subdivisions thereof;

(d)
Exclude fifty percent (50%) of gross income derived from any disposal of coal covered by Section 631(c) of the Internal Revenue Code if the corporation does not claim any deduction for percentage depletion, or for expenditures attributable to the making and administering of the contract under which such disposition occurs or to the preservation of the economic interests retained under such contract;

(e)
Include in the gross income of lessors income tax payments made by lessees to lessors, under the provisions of Section 110 of the Internal Revenue Code, and exclude such payments from the gross income of lessees;

(f)
Include the amount calculated under KRS 141.205;

(g)
Ignore the provisions of Section 281 of the Internal Revenue Code in computing gross income;

(h)
Exclude income from "safe harbor leases" (Section 168(f)(8) of the Internal Revenue Code);

(i)
Exclude any amount received by a producer of tobacco or a tobacco quota owner from the multistate settlement with the tobacco industry, known as the Master Settlement Agreement, signed on November 22, 1998;

(j)
Exclude any amount received from the secondary settlement fund, referred to as "Phase II," established by tobacco companies to compensate tobacco farmers and quota owners for anticipated financial losses caused by the national tobacco settlement;

(k)
Exclude any amount received from funds of the Commodity Credit Corporation for the Tobacco Loss Assistance Program as a result of a reduction in the quantity of tobacco quota allotted;

(l)
Exclude any amount received as a result of a tobacco quota buydown program that all quota owners and growers are eligible to participate in;

(m)
Exclude the distributive share income or loss received from a corporation subject to the tax imposed by KRS 141.040 ; and

(n)
Exclude state Phase II payments received by a producer of tobacco or a tobacco quota owner;

(13)
"Net income," in the case of corporations, means "gross income" as defined in subsection (12) of this section minus the deduction allowed by KRS 141.0202, minus any amount paid for vouchers or similar instruments that provide health insurance coverage to employees or their families, and minus all the deductions from gross income allowed corporations by Chapter 1 of the Internal Revenue Code and as modified by KRS 141.0101, except the following:

(a)
Any deduction for a state tax which is computed, in whole or in part, by reference to gross or net income and which is paid or accrued to any state of the United States, the District of Columbia, the Commonwealth of Puerto Rico, any territory or possession of the United States, or to any foreign country or political subdivision thereof;

(b)
The deductions contained in Sections 243, 244, 245, and 247 of the Internal Revenue Code;

(c)
The provisions of Section 281 of the Internal Revenue Code shall be ignored in computing net income;

(d)
Any deduction directly or indirectly allocable to income which is either exempt from taxation or otherwise not taxed under the provisions of this chapter, and nothing in this chapter shall be construed to permit the same item to be deducted more than once;

(e)
Exclude expenses related to "safe harbor leases" (Section 168(f)(8) of the Internal Revenue Code);

(f)
Any deduction for amounts paid to any club, organization, or establishment which has been determined by the courts or an agency established by the General Assembly and charged with enforcing the civil rights laws of the Commonwealth, not to afford full and equal membership and full and equal enjoyment of its goods, services, facilities, privileges, advantages, or accommodations to any person because of race, color, religion, national origin, or sex, except nothing shall be construed to deny a deduction for amounts paid to any religious or denominational club, group, or establishment or any organization operated solely for charitable or educational purposes which restricts membership to persons of the same religion or denomination in order to promote the religious principles for which it is established and maintained; and

(g)
Any deduction prohibited by KRS 141.205;

(14)
(a)
"Taxable net income," in the case of corporations that are taxable in this state, means "net income" as defined in subsection (13) of this section;

(b)
"Taxable net income," in the case of corporations that are taxable in this state and taxable in another state, means "net income" as defined in subsection (13) of this section and as allocated and apportioned under KRS 141.120. A corporation is taxable in another state if, in any state other than Kentucky, the corporation is required to file a return for or pay a net income tax, franchise tax measured by net income, franchise tax for the privilege of doing business, or corporate stock tax;

(c)
"Taxable net income" in the case of homeowners' associations as defined in Section 528(c) of the Internal Revenue Code, means "taxable income" as defined in Section 528(d) of the Internal Revenue Code. Notwithstanding the provisions of subsection (3) of this section, the Internal Revenue Code sections referred to in this paragraph shall be those code sections in effect for the applicable tax year; and

(d)
"Taxable net income" in the case of a corporation that meets the requirements established under Section 856 of the Internal Revenue Code to be a real estate investment trust, means "real estate investment trust taxable income" as defined in Section 857(b)(2) of the Internal Revenue Code;

(15)
"Person" means "person" as defined in Section 7701(a)(1) of the Internal Revenue Code;

(16)
"Taxable year" means the calendar year or fiscal year ending during such calendar year, upon the basis of which net income is computed, and in the case of a return made for a fractional part of a year under the provisions of this chapter or under regulations prescribed by the commissioner, "taxable year" means the period for which the return is made;

(17)
"Resident" means an individual domiciled within this state or an individual who is not domiciled in this state, but maintains a place of abode in this state and spends in the aggregate more than one hundred eighty-three (183) days of the taxable year in this state;

(18)
"Nonresident" means any individual not a resident of this state;

(19)
"Employer" means "employer" as defined in Section 3401(d) of the Internal Revenue Code;

(20)
"Employee" means "employee" as defined in Section 3401(c) of the Internal Revenue Code;

(21)
"Number of withholding exemptions claimed" means the number of withholding exemptions claimed in a withholding exemption certificate in effect under KRS 141.325, except that if no such certificate is in effect, the number of withholding exemptions claimed shall be considered to be zero;

(22)
"Wages" means "wages" as defined in Section 3401(a) of the Internal Revenue Code and includes other income subject to withholding as provided in Section 3401(f) and Section 3402(k), (o), (p), (q), and (s) of the Internal Revenue Code;

(23)
"Payroll period" means "payroll period" as defined in Section 3401(b) of the Internal Revenue Code;

(24)
"Corporations" means:

(a)
"Corporations" as defined in Section 7701(a)(3) of the Internal Revenue Code;

(b)
S corporations as defined in Section 1361(a) of the Internal Revenue Code;

(c)
A foreign limited liability company as defined in KRS 275.015(9)[(6)];

(d)
A limited liability company as defined in KRS 275.015(11)[(8)];

(e)
A professional limited liability company as defined in KRS 275.015(24)[(19)];

(f)
A foreign limited partnership as defined in KRS 362.401(4);

(g)
A limited partnership as defined in KRS 362.401(7);

(h)
A registered limited liability partnership as defined in KRS 362.155(7);

(i)
A real estate investment trust as defined in Section 856 of the Internal Revenue Code;

(j)
A regulated investment company as defined in Section 851 of the Internal Revenue Code;

(k)
A real estate mortgage investment conduit as defined in Section 860D of the Internal Revenue Code;

(l)
A financial asset securitization investment trust as defined in Section 860L of the Internal Revenue Code; and

(m)
Other similar entities created with limited liability for their partners, members, or shareholders.


"Corporation" shall not include any publicly traded partnership as defined by Section 7704(b) of the Internal Revenue Code that is treated as a partnership for federal tax purposes under Section 7704(c) of the Internal Revenue Code or its publicly traded partnership affiliates. "Publicly traded partnership affiliates" shall include any limited liability company or limited partnership for which at least eighty percent (80%) of the limited liability company member interests or limited partner interests are owned directly or indirectly by the publicly traded partnership;
(25)
"Doing business in this state" includes but is not limited to:

(a)
Being organized under the laws of this state;

(b)
Having a commercial domicile in this state;

(c)
Owning or leasing property in this state;

(d)
Having one (1) or more individuals performing services in this state;

(e)
Maintaining an interest in a general partnership doing business in this state;

(f)
Deriving income from or attributable to sources within this state, including deriving income directly or indirectly from a trust doing business in this state; or

(g)
Directing activities at Kentucky customers for the purpose of selling them goods or services.


Nothing in this subsection shall be interpreted in a manner that goes beyond the limitations imposed and protections provided by the United States Constitution or Pub. L. No. 86-272;

(26)
"Cost of goods sold" means the cost of goods sold calculated using the same method specified by the Internal Revenue Service for the purpose of computing federal income tax. In determining cost of goods sold:

(a)
Labor costs shall be limited to direct labor costs as defined in subsection (28) of this section; and

(b)
Bulk delivery costs as defined in subsection (29) of this section may be included;

(27)
"Kentucky gross profits" means Kentucky gross receipts reduced by returns and allowances attributable to Kentucky gross receipts, less the cost of goods sold attributable to Kentucky gross receipts;

(28)
"Direct labor" means labor that is incorporated into the product sold or is an integral part of the manufacturing process; and

(29)
"Bulk delivery costs" means the cost of delivering the product to the consumer if the product is delivered in bulk and requires specialized equipment that generally precludes commercial shipping and is taxable under KRS 138.220.

Section 49.   KRS 271B.13-020 is amended to read as follows:

(1)
A shareholder shall be entitled to dissent from, and obtain payment of the fair value of his shares in the event of, any of the following corporate actions:

(a)
Consummation of a plan of merger to which the corporation is a party:

1.
If shareholder approval is required for the merger by KRS 271B.11-030 or the articles of incorporation and the shareholder is entitled to vote on the merger; or

2.
If the corporation is a subsidiary that is merged with its parent under KRS 271B.11-040;

(b)
Consummation of a plan of share exchange to which the corporation is a party as the corporation whose shares will be acquired, if the shareholder is entitled to vote on the plan;

(c)
Consummation of a sale or exchange of all, or substantially all, of the property of the corporation other than in the usual and regular course of business, if the shareholder is entitled to vote on the sale or exchange, including a sale in dissolution, but not including a sale pursuant to court order or a sale for cash pursuant to a plan by which all or substantially all of the net proceeds of the sale will be distributed to the shareholders within one (1) year after the date of sale;

(d)
Consummation of a plan of conversion of the corporation as provided for in Section 13 of this Act;

(e)
An amendment of the articles of incorporation that materially and adversely affects rights in respect of a dissenter's shares because it:

1.
Alters or abolishes a preferential right of the shares to a distribution or in dissolution;

2.
Creates, alters, or abolishes a right in respect of redemption, including a provision respecting a sinking fund for the redemption or repurchase, of the shares;

3.
Excludes or limits the right of the shares to vote on any matter other than a limitation by dilution through issuance of shares or other securities with similar voting rights; or

4.
Reduces the number of shares owned by the shareholder to a fraction of a share if the fractional share so created is to be acquired for cash under KRS 271B.6-040;

(e)
Any transaction subject to the requirements of KRS 271B.12-210 or exempted by KRS 271B.12-220(2); or

(f)
Any corporate action taken pursuant to a shareholder vote to the extent the articles of incorporation, bylaws, or a resolution of the board of directors provides that voting or nonvoting shareholders are entitled to dissent and obtain payment for their shares.

(2)
A shareholder entitled to dissent and obtain payment for his shares under this chapter shall not challenge the corporate action creating his entitlement unless the action is unlawful or fraudulent with respect to the shareholder or the corporation.

Section 50.   KRS 304.38-040 is amended to read as follows:

(1)
A corporation, limited liability company[corporation], or partnership may apply to the executive director for and obtain a certificate of authority to establish and operate a health maintenance organization in compliance with this subtitle.

(2)
Health maintenance organizations which are corporations may be organized by applying the provisions of KRS Chapter 271B, if for profit, and KRS Chapter 273, if for nonstock, nonprofit, to the extent that the same are not inconsistent with the express provisions of this subtitle.

(3)
Each application for a certificate of authority shall be submitted to the executive director upon a form prescribed by him and shall set forth or be accompanied by:

(a)
Evidence that the applicant has been issued a certificate of need in accordance with the provisions of KRS Chapter 216B, or evidence that no certificate of need is required by KRS Chapter 216B;

(b)
Articles of incorporation, articles of organization,[ or] partnership agreement, or other applicable documents in quadruplicate originals acknowledged and verified by the applicant[, such as the articles of incorporation, articles of association, partnership agreement, or other applicable documents];

(c)
The initial bylaws of the organization in triplicate (or any other similar documents);

(d)
A statement which shall include describing the health maintenance organization:

1.
The health services to be offered;

2.
The financial risks to be assumed;

3.
The initial geographic area to be served;

4.
Pro forma financial projections for the first three (3) years of operations including the assumptions the projections are based upon;

5.
The sources of working capital and funding;

6.
A description of the persons to be covered by the health maintenance organization;

7.
Any proposed reinsurance arrangements;

8.
Any proposed management, administrative, or cost-sharing arrangements; and

9.
A description of the health maintenance organization's proposed method of marketing;

(e)
The names, addresses, and positions of the initial board of directors, board of trustees, or other governing body responsible for the conduct of the affairs of the applicant;

(f)
Any proposed evidence of coverage to be issued by the applicant to individuals, enrollees, groups, or other contract holders; and

(g)
Evidence of financial responsibility as provided in KRS 304.38-060.

Section 51.   KRS 304.38-070 is amended to read as follows:

(1)
This subsection applies to a corporation or limited liability company[corporation] applying for and holding a certificate of authority as a health maintenance organization:

(a)
Except as provided in paragraph (b) of this subsection, to qualify for authority to act as a health maintenance organization, a corporation or limited liability company[corporation] shall possess and thereafter maintain unimpaired paid-in capital stock of one million dollars ($1,000,000), and, when first so authorized, shall possess initial free surplus of not less than two million dollars ($2,000,000);

(b)
A corporation holding a valid certificate of authority to transact business as a health maintenance organization in Kentucky immediately prior to July 15, 1986, may, if otherwise qualified therefor, continue to be so authorized while meeting the requirements for protection against insolvency required for such authority immediately prior to July 15, 1986. Notwithstanding the other provisions hereof, the exception provided in this paragraph shall cease to apply to any such health maintenance organization from and after the date it has accumulated capital and surplus equal to or in excess of the capital and surplus required by paragraph (a) of this subsection; and

(c)
Each corporation authorized as a health maintenance organization shall at all times maintain bona fide additional surplus in the amount of two hundred fifty thousand dollars ($250,000) and shall at all times comply with the risk-based capital requirements as established in administrative regulations promulgated by the executive director. A corporation holding a valid certificate of authority to transact business as a health maintenance organization in Kentucky immediately prior to July 15, 1986, may, if otherwise qualified therefor, continue to be so authorized while meeting the requirements for protection against insolvency as required for such authority immediately prior to July 15, 1986. The exception provided in this paragraph shall cease to apply to any such health maintenance organization from and after the date upon which it has accumulated additional surplus equal to or in excess of the additional surplus required by this subsection.

(2)
This subsection applies to a partnership applying for or holding a certificate of authority as a health maintenance organization:

(a)
Except as provided in paragraph (b) of this subsection, to qualify for authority to act as a health maintenance organization, a partnership shall possess, when first so authorized, a total of at least three million dollars ($3,000,000) in its capital accounts. Thereafter, a partnership authorized as a health maintenance organization shall possess and maintain a total of at least one million two hundred fifty thousand dollars ($1,250,000) in its capital accounts and shall comply at all times with the risk-based capital requirement established in administrative regulations promulgated by the executive director;

(b)
A partnership holding a valid certificate of authority to transact business as a health maintenance organization in Kentucky immediately prior to July 15, 1986, may, if otherwise qualified therefor, continue to be so authorized while meeting the requirements for protection against insolvency required for such authority immediately prior to July 15, 1986. The exception provided for in this paragraph shall cease to apply to any such health maintenance organization from and after the date upon which the total of the funds which it has accumulated in its capital accounts equal or exceed the total of the funds in its capital accounts required by this subsection.

(3)
A corporation, partnership, or limited liability company[corporation] applying for and holding a certificate of authority as a health maintenance organization which by contract manages care and processes health care claims solely for Medicaid-eligible enrollees and the Kentucky Children's Health Insurance Program shall comply with risk-based capital (RBC) requirements as follows:

(a)
For purposes of this subsection, risk-based capital shall be determined in accordance with the risk-based capital requirements for health maintenance organizations established under this subtitle and any administrative regulation promulgated pursuant to KRS Chapter 13A, except as otherwise provided in this subsection. A corporation, partnership, or limited liability company[corporation] applying for and holding a certificate of authority as a health maintenance organization which by contract manages care and processes health care claims solely for Medicaid-eligible enrollees and the Kentucky Children's Health Insurance Program shall comply with the same risk-based capital requirements as other health maintenance organizations, except that no additional phase-in or risk-based capital reports shall be required for 2000 or 2001, and the risk-based capital levels shall be established in accordance with paragraph (b) of this subsection;

(b)
For the risk-based capital reports required to be filed by health maintenance organizations which manage care and process health care claims solely for Medicaid-eligible enrollees and the Kentucky Children's Health Insurance Program, the risk-based capital levels shall be defined as follows:

1.
"Company Action Level RBC" means the product of two (2.0) and its Authorized Control Level RBC;

2.
"Regulatory Action Level RBC" means the product of one and five-tenths (1.5) and its Authorized Control Level RBC;

3.
"Authorized Control Level RBC" means the product of four-tenths (.40) and the risk-based capital after covariance determined under the risk-based capital formula in accordance with the RBC instruction; and

4.
"Mandatory Control Level RBC" means the product of seven-tenths (.70) and the Authorized Control Level RBC; and

(c)
A corporation, partnership, or limited liability company[corporation] applying for and holding a certificate of authority as a health maintenance organization managing care, processing health care claims, or providing health benefits to groups or individuals in addition to Medicaid-eligible and Kentucky Children's Health Insurance Program enrollees shall comply with the risk-based capital requirements of subsection (1) of this section and this subtitle, and shall not be eligible to calculate its risk-based capital according to this subsection.

Section 52.   KRS 311A.070 is amended to read as follows:

(1)
When a complaint is filed against an ambulance service, emergency medical services provider, or an emergency medical services educational institution or an employee or volunteer thereof, or when the office of the board is contemplating action against an ambulance service, emergency medical services provider, or emergency medical services educational institution or an employee or volunteer thereof, written notice of the complaint or proposed action shall be sent to:

(a)
The county judge/executive, in the event of a county-operated ambulance service, emergency medical services provider, or educational institution;

(b)
The mayor, in the event of a city-operated ambulance service, emergency medical services provider, or educational institution;

(c)
The mayor, in the event of an urban-county government-operated ambulance service, emergency medical services provider, or educational institution;

(d)
The chairman of the fire protection district, in the event of a fire district-operated ambulance service, emergency medical services provider, or educational institution;

(e)
The head of the public agency, in the event of an ambulance service, emergency medical services provider, or educational institution operated by a public agency other than specified in paragraphs (a) to (d) of this subsection;

(f)
The president, chancellor, or other officer in charge of an educational institution operated, in the event of an ambulance service or educational institution;

(g)
The chief operating officer or president of a nonprofit corporation, corporation for profit, limited liability company[corporation], or other business entity, in the event of an ambulance service, emergency medical services provider, or educational institution operated by the business entity; and

(h)
Both the ambulance service, emergency medical services provider, or educational institution officials specified in this subsection and the officials of any public agency contracting for services.

(2)
The notice specified in this section shall be in addition to any notice provided to any other person or organization.

Section 53.   KRS 313.240 is amended to read as follows:

(1)
No person shall practice or offer to practice dentistry or dental surgery under the name of any company, association, or corporation except the name of a professional service corporation established under KRS Chapter 274 or a professional limited liability company established under KRS Chapter 275. Any person practicing or offering to practice dentistry or dental surgery shall practice under his own name or the name of the professional service corporation or a professional limited liability company which includes his name. No such person shall conduct a dental office in his name nor advertise his name in connection with any dental office unless he personally performs services as a dentist or dental surgeon in such office or personally supervises such services as are performed in such office during a portion of the time such office is operated by him only, and shall not use his name in connection with that of any other dentist.

(2)
No person shall be an incorporator, director, officer, member, manager, or shareholder in more than three (3) professional service corporations, three (3) professional limited liability companies, or three (3) of these business entities, consisting of at least one (1) professional service corporation and one (1) professional limited liability company rendering dental or dental surgery services. No dentist or dental surgeon or group of dentists or dental surgeons shall practice in more than three (3) locations.
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